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Plant and Equipment Expenditures, the Four (uarters of 1981

N EW plant and cquipment expendi-
tures planned by TS, nonfarm business
for 1051 total $320.5 billion, 8.4 percent
more thon in 1980, according te the
BEA survey conducted in lote April
ond May (table 1 2nd ehart 5).1 Spend-
ing in 1980 wos $293.6 billion, 9.5 per-
cent more than in 1979,

The planned spending inerense for
1881 reported in the Yatest survey is 1.8
percentaga points lower than that re-
ported in March, The downward revi-
sion ig in both manufacturing and non-
monufaeturing industries. ITn menufae-
turing, the largest percentapge down-
ward revisions are in the machinery,
fabricated metnls, nivecnft, stone-clay-
glass, textiles, and rubber industries. In
nonmanufacturing, the largest percent-
age downward revisions nre in the nir
pnd “viher” transportation imdustries.
Sizable upward revisions oseurred in
several manufoeturing industries—non-
ferrons metnls, food-heverage, and
petroleum; in nonmanufacturing, up-
ward revisions ocenrred in mining and
Ens utilities.

Respondents to the quarterly survey
aro not asked to report inforntntion on
prics chnnges reflected in netuyal or
plarned spending. Therefore, it is pos-
sible to make only rough cstimates of
real spending plana wging price senes
from another souree. An implicit price
deflator, a chain price index, and a fixed-
weighted price index are prepared for
the fixed nonvesidential investment com-
ponent of the national income and prad-
wet, accounds. These measures, which
differ ns to the weights used, have shewn

1. Flann kate ¥een adipated for blmaea (fable 0,
footyots 1). The sdiustments wore made fap sach
Industry, Before miljfostment, plans for 1031 were
LIEQAT Milkon for pnofsturing snd F1E5HE
Uillen for monmanufochucing The et effect of
tht ndjustments wok 19 LOWEr mAmylacturing J2.08
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somewhat different movements in recent
quarters (see table 8.1 and the accom-
panying note in the “National Tncome
and Product Tables?)., Smaller in-
ereases in the implicit price deflator
than in the priee indexes in mast of the
recent quarters sugrgest that the mix of
expenditures for plant and equipment
hos been shifting toward goods the
prices of which have increased at rels-
tively low rntes sgince the bnse year
{1972).

I the latest spending plans eported
by business vefleet continued shifts io
relatively lower priced items nnd price
increnses similnr to those registered in
the second half of 1880, then the survey
tesults imply an inersase in veal spend-
ing of about 1 percent for 1981. Tf, how-
ever, the plans incorporate no further
shifts in the mix of expenditures and/
or larger price increnses, then the plons
condd imply no increase or a decline in
real spending. In 1980, real spending in-
crensed (.2 percent.

Capital spending in the first quarter
of 1941 increased 4.2 percent to n season-
ally adjusted annun? mate of $312.2 bil-
tion, foliewing n 1.1-percent increase in
the fourth quaiter of 1980, The first-
quarter increase was in both manufae-
turing and nonmanutacturing, Second-
quarter planned spending is about the
snme as actual spending in the first, with
a decline in mannfactaring offsetting nn
incrense  iIn  nonmanufacturing. The
third-quarter plamned increase of 3.5
peveent iz primoerily in manofacturing.
In the fourth quarter, the planned in-
crense. 3.2 percent, is in both mannfee-
turing and nonmanufacturing, with n
larger incrense in the Intter.

Actonl spending in the first quarter
was 0.7 percent higher than planned
spending reported in Mpreh. Planned
spending for the second quarter i LT

percent lawer than reported in Muareh
and planned spending for the second
half is 2.4 parcent lower.

Spending for new plant increased 7

percent in the fivst quarter, to an onnual
rvate of $128.9 biilion ; spending for new
equipment ineveased 215 percent, to
$183.7 billion (table 2}. Spendling for
new plant was 41.2 pereent of total capi-
tnl axpenditures in the first quarter and
spenting for new equipment was 588
[rereent.

The investment climate remains very
uncertain. Considerable nneertainty
still exists as to the specific provisions
that will be contained in the investment
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incentive measures now being consid-
ered by Congress, Negative factors in
the investment climate include the ex-
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SURVEY OF CURRENT BUSINESS

tremely high interest rates and the
existence of exeess capacity in many
manufacturing industries: The BEA
index of manufacturing eapacity utili-
zation in March was well below rates of
2 years ago, as was the proportion of
assets owned by manufacturers report-
ing a need for more capacity. A positive
factor is that the rate of inflation in
capital goods prices has been moder-
ately lower in recent quarters, Changes
in any of these factors could lead to fur-
ther revisions in 1981 spending plans.

Manufacturing Programs

Manufacturers reported a first-quar-
ter increase in spending of § percent,
to n seasonally adjusted annual rate of
$124.5 billion. The increase, which was
considerably larger in nondurable
goods industries than in durables, fol-
lowed increnses of 2 percent in the
fourth quarter and one-half of 1 per-
cent in the third. A decline of 2 percent
is planned for the second quarter and
increases of 7 percent and 214 percent
are planned for the third and fourth
quarters, The second-quarter decline
and the third-quarter increase are in
both durables and nondurables. The
fourth-quarter increase is in durables; a
small decline is planned in nondurables,

Planned spending for the year 1981,
$127.9 billion, is 1014 percent more than
in 1980; the actual spending increase
last year was 1714 percent, Nondurables
industries plan an increase this vear of
1214 percent, and durables industries,
814 percent. In nondurables, the largest
increases are in petroleum, 27 percent,
and food-beverage, 14 percent. In dura-
bles, the largest increases are in “other
durables,” 21146 percent; nonferrous
metals, 20 percent: electrical machin-
ery, 1614 percent; and nonelectrical
machinery. 13 percent.

Starts and carryover of projecis

New investment projects started by
manufacturers durving the first quarter
totaled %354 billion (seasonally ad-
justed), 514 percent higher than in the
fourth quarter of 1080 (table 5 and
chart 6). Sizable increases in the petro-
leum and chemieal industries were
partly offset by declines in the paper
and stone-clay-glass industries,

27

Because the value of new projects
started in the first quarter exceeded ex-
penditures, carryover of manufacturing
projects increased, At the end of March,
carryover totaled $89.4 billion, $4.3 bil-
lion higher than at the end of December.
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Cupucity wiilisation

The utilization of mannfactaring
capacity was 78 percent in Mareh {table
4), unchanged from December, This
rote is 2 peoints above the reecession
traugh in June and September last year
wnd € points below the 81 percent re-
corded in March 1979, before the rato
begran to slide down.

Althongh the overall rata was un-
changed  fram  December, esizable
changes were veported by some indnstry
proups Petrolenm declined 7 poinfs, to
™ percent, aml nircraft declined 3
points, to 77 percent. Rubber roze 5
paintz, to Th percent; food-heversge
rose 4 points, to TR pereent; and pri-
mary metals rose 2 points, to 79 pereont,
Qther mnjor indnstrins showed little or
no chngre,

The ntilizntion rnte in March for pri-
mary-processed goods industries was T8
pereent, wnchanged from December, and
advanced-proceseed goods wos alao un-
changed, ni T8 parcent.

Etrge firms (sesets of $100 wmillion
and over) reported & ntilization rato of
80 percent and medinm-sized frms (0s-
sots of $10 million to 8100 million} re-
ported 78 percent—beth unchanged
from December. Small-sized firms re-
ported o 2-point inerease, to 74 percent.

Companies owning 0t4 percent of
mannfactirers’ fixed assets reported a
need as of the end of March for more
facilitics in light of their cirrent and
prespective sales (table 53, the same
proportion as ab the end of December,
Tnailities viewed ng about adequato in-
ceensed slightly to 8114 pereent and
thosa viewed a5 excosding nesds de-
clined slightly to 8 pareent,

Nonmannfscturing Programs

Speading by nenmanufacturing in-
dustries increased 3l pereent from the
fourth to the first quarter, o & seasonni-
1y ndjusted annuval ¥ate of §187.7 Bil-
lion, following amall changes in spend-
ing during 1080, Nonmanufocturers
pinn increases of 1 pereent in the second
fuerter, 1% percent in the third, and
o percent in the fourth.

Far the year 1981, plans wre for
spending totaling $192.8 billiom, 7 per-
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{Contioled from page 26)

prograss, may Mrther lowar the deviatlon
botween planned and actoal spendiog.

2. Coverage and Staustical Revieions

The PA cepital expandlfursy serteg now
covers Ell nonfarm boRinesa In the TUolted
Htates. Covernge was expended by leslod-
ing azpenditurex for pravionsly omitted por-
tiony of Induatries (s Green and Hertzbers,
“Revlesd EsHmates,” p. 88} and for four in-
dustries previously not incloded—real eatata;
profesgionn] servleed| soclal servleer and
membership crganlzations ; cod foreatry, fish-
etlay, and perleolivral mecvleas, Coverage
revlzione for PA eaplial srpenditnres in-
crensed from MA® then 0.1 bBilllom in 1673
to 04 bilon tn 1670 (table §).

Wost of the wdditlonel voverage in PA wox-
penditures lg davived from sdngample aturesa.
Tho oily skmple lneorporated for the fArat
tlme In this ravislon 13 Tor resl watate, hosgpd-

falz, end edocatlonal services, Far the ma-
malolog indostries or portlons of lndustries,
caly Eural Mloctrification Admindeiraton
{RHAY electrle utillty coopératives hove sie-
abia PA enpital expenditnres; other izdus
Erlea' PA sapenditurea are inelgoifant pela-
tlve to thelr tatal plont and squlpment ax-
petdlitures. For BEA eleciric ntillir conpéca-
tives, It iy asaumed that PA caplial spending
49 4 pereentaga of capltsl ipending fer gen-
srating focllitles 15 eqoal to the correspond-
iog percentage Tor coyporate udlltles. Tha
estinatey of PA caplin]l epepdlog for thew
cooperatives {ocrsaga vapidly from BT
throogh 187D, reflecting o rapld incresse io
the comatruction of generating facilities. Ju
enrlier vaere, the mnln eetlvitien of thesa co-
aperatives were traneoisston amad distrlba-
Clon—activitlas pot lavalving pollutlon Aboda-
mant.

#tadstiesl revigone In PA capitol sapesding
cagulted in o decrense for 1978 and locreases
far afl otber yeara. These revislons wore dug
to both iha atatlptlenl reviglons ' totel uni-

verda plont ond squipment spetding and to
retabulatlon of PA datn from the eampls Te
porda {rom the annual aorvey.

Biatigtieal reviglons In total plant and
equlpment speeding increased from §11.7 Wl-
lion 1n 1972 bo 474 blildoen Ln 1970 These
roviglong were due be the inporporetlon of
benchmark data for 1967 npd 1872 and (o
ratobulation of the quarterly sample reports,
Before retobulation, ¢aeh eotupany’e indue-
tre- amd size-gromp clagslAeation was revlaned
o made b0 reflett major mergars £od
acguialibone cocorcing citer 1972, meaponses
recalved too lafe for Inolotinn In the pravis
onsly poblished astmates wera [noluded, aml
the reaponses were reedited (see Greem ond
Hertzberx, “Beviced Hatlmates,” pp. 20-28).

The reports from the conual survey WeIs
alse rotabulated. Before rofmhnlation, the
miapE limted for the guacterly sorvare were
tollowed, BeclossiOeetion of companies and
reediting of responses bod the largrst ¢ffect

{ Continned om pags 72


http://19.ro

